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Preface 



This case study describes the results of an assesiment of the value of uniform 
financial data for the Oregon community-college system. While the assessment 
focuses on a particular type of institution (that is> locally controlled community 
colleges)? the case study itself has been written to serve the needs and interests of 
anyone concerned with the collection and use of uniform financial data. In addition 
to the value of uniform financial data, the utility of both programmatic data and 
auditable accounting data is also addressed. 

The case study has been reviewed by representatives of the Oregon Depart- 
ment of Education and the Oregon Educational Coordinating Commiss on and by 
the business ofricers at each of the community colleges that participaied in the 
assessment. 
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Introduction 



In the fall of IQ??^ an assessment of the utility of a set o. uniform financial reporting 
guidelines for the community-coUege system was carr out in Oregon. Business 
managers^ presidentSj and governing-board chairmen at four community colleges 
in addition to representatives of six difrerent state agencies were interviewed as 
part of the assessment. These interviews were conducted to determine^ in general^ 
each interviewee's perceived need for uniform financial datai and in particular^ his 
or her assessment of data formatted in accordance with the Oregon Community 
College Classification of Accounts (the format developed in Oregon to facilitate 
the reporting of uniform financial data). 

In response to a legislative mandate for unifb m financial data^ the Oregon 
community-college business managers {working w'th the State Department of 
Education) developed a set of unifbrui veriorting guidelines that were adopted by 
the State Board of Education in Dertnvberj 1976. These guidelines (known as the 
Oregon Community College CL'.ssincatif»n of Accounts and referred to 
throughout this case study as the Gniaeline£) were derived in large part from the 
expenditure and revenue categoriur- and dellnicions outlined in the NCHEMS 
Higher Education Finana Manun and the NACUBO College and Umvmity 
Busimss Adminisiration^^ therebj^ ensuriig chat the Oregon expenditure 

\. The revenue and expenditure categorie- Ovii iied in die NCHEMS Highir Educaiion Financi Matuial 
(HEFM) are identical to the categories d -»cri^*d in Collegi and Unimrsiiy Business AdministTation. 
Throughout this case studyj however, tl/^y will relrrred to as the HEFM revenue and expenditure 
citfgories. 
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categories were consistent with the categories recommended as part of generally 
accepied accounting principles. 

NCHEMS stafrwas asked to assist the Oregon community-college system by 
(1) assessing the kinds of financial information needed by commiunity colleges and 
by those state agencies working with community colleges and (2) evaluating the 
Guidelines as a mechanism for providing such infor-.i-ticn. It was felt that an 
assessment of the utility of the Guidelines would help ah involved to better 
understand both the capabilities and the shortcomings of Guidelines-formatted 
data. Such an assessment would assist the business managers in understanding the 
needs that could be met with their existing accounting data as well as those'that 
would require collection of additional information. It would also help state agencies 
and other users of community-college financial data to better understand the kinds 
of questions and policy issues that could be addressed using uniform accounting 
data as well as the limitations of the data for certain other uses. 

It was agreed that NCHEMS stafr%vould interview representatives of each of 
the state agencies directly involved with community colleges as well as the 
business manager, the president, and a member of the governing board at each of 
four community colleges. The interviews were designed to focus on the financial 
information that the interviewees felt was essential to their jobs and, in certain 
cases, their perceptions of the needs of others for financial information. In each 
interview, NCHEMS staff attempted to determine: 

1. The extent to which interviewees felt that uniform financial data are useful 
in the conduct of their jobs 

2. The relative degree to which each interviewee uses, or prefers to use, 
accounting data rather than alternative types of financial information, such 
as estimates or projections 

3. The extent to which each interviewee felt that program-based (or function- 
based) financial data are useful and needed, and the purposes for -vhich they 
are needed. 

It was agreed that the results of the assessment should be documented and 
widely disseminated. Therefore the results of that assessment have been docu- 
mented as a case study in the hope that users and providers of financial data 
throughout postsecondary education may also learn from the experience in 
Oregon. 

As might be imagined, in interviewing such a diverse group of data users, no 
single response was found. The case study describes the range of findings and 
discusses how they differ by type of user and user perspective. For example, while 
all interviewees considered the creation of uniform data to be one of the primary 
functions of the Oregon Guidelines, they both welcomed and feared such data. 
The community-coilfige presidents welcomed uniform financial data for their own 
internil use but expressed considerable concern about the potential for misuse of 
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those data by pirties outside the institution* Meanwhile^ state agencies (ands in 
particular, the state legislature) were not so much interested in actually using 
uniform data as in ensuring that community colleges could provide it. 

The case study documents the viewpoints of each of these various user groups* 
The author also attempts to sift out the meaning of this variety of opinions. 
Furthers he describes the impact that the development of a set of uniform 
guidelines for reporting financial data has had on the Oregon community-college 
system— the impact not only of uniform data but also of the process used in 
developing the Guidelines. 

Oregon's experience with uniform financial data^ while still in the early 
stages, has already resulted in an increased understanding of both the strengths 
and limitations of such data in the planning and management process* The impacts 
of the Guidelines have been variable, as we will see in the following pages. The 
author believes that the more realistically they are employed, the more uniformly 
they will meet expectations. 
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The Oregon Gommunity-College System 



Thg Orggon community-college system is compoied of 13 independent community 
colleges* Its enabling legislation^ when adopted 20 years ago^ provided for compre- 
hensive institutions emphgsizing'occupational programs* The key characteristic 
of the system is local control arid local autonomy. For each community college^ a 
locally elected governing board sets programmatic priorities and develops budgets* 
While the state currently supports about two-thirds of each college's construction 
costSa it provides somewhat less than 50 percent of each college's operating budget 
(an important symbolic choice emphasizing local control). About 22 percent of each 
college's operating budget is derived from tuition (each college has the power to 
establish its own tuition rate)^ while the remainder comes primarily from local prop- 
erty taxes* (Most colleges go to the local electorate every year^ or in a few colleges 
every two or three years, for voter approval of some portion of their operating 
budgets. This provision of Oregon law has led to a number of electoral defeats for 
the colleges*) However^ several colleges do have a tax base that supports them on a 
continuing basis* The tax base in these instances is not a millage but rather a 
limited amount that the college can raise from property taxes* Obviously^ unless 
the limit is set well above current college needs^ it is soon overtaken by inflation* 
State support for each community college is appropriated annually in block- 
grant form* The amount of each appropriation is determined by a formula based 
on the number of foU-time-equivalent (FTE) students in each college ($X/FTE 
for enrollment up to 1,100 FTE and $Y/FTE for enrollment over 1,100 FTE, 
with X being greater than Y). 
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The Oregon Departnient of Education (ODE) is the primary interface between 
the state and the community-college system. The ODE administers the state's 
block-grant appropriations to the community colleges and, as a related responsi- 
bility, collects most of the data that the colleges provide to the state. The ODE has 
the legal authority to approve new programs but shares this responsibility with 
the local governing board for each college. Therefore local autonomy is well 
established in Oregon, with the primary state role historically that of monitoring 
expenditures. While the state's formula budget for determining appropriations 
has not been used to date for achieving accountability, there are signs that the 
legislature is becoming more concerned about how the colleges use their money. ' 

The fact that each community college is considered first and foremost to be a 
"municipal corporation" has proved to have particularly important implications 
for financial reporting. Each Oregon community college is subject to a particularly 
stringent set of procedural and reporting requirements— the same requirement: 
that govern such other municipal corporations as water districts, school distric i. 
cities, counties, and park districts. These requirements are intended to provule 
useful information to citizens for the annual budget elections. Each communiiy 
college in Oregon is therefore subject to the reporting requirements of two dif- 
ferent audit guides. As a municipal corporation, each community college must 
report in accordance with the audit guide for municipal corporations. However, the 
Oregon Department of Education and federal agencies look upon the community 
colleges as educational institutions and therefore expect them to report financial 
data in accordance with the audit guide for colleges and universities. 



Financial Reporting for Oregon Community Colleges 

Currently the ODE collects quarterly estimates of annual expenditures from 
the colleges (coincident with the quarterly allocations of state support) to monitor 
expenditures and to determine the state allocation to each institution. More detailed 
financial reports are collected annually at the end of the fiscal year, A substantial 
portion of the information in these reports is used as a basis for requests for federal 
support of vocational-technical programs as well as for substantiation of each 
college's reimbursement-formula request. Serving as a feedback mechanism, the 
ODE also distributes to the community colleges published reports of the data it 
receives from them. 

The format for collecting accounting data from the community colleges 
historically paralleled the structure for collecting data from K-12 institutions. In 
addition, there was early interest in cost data, although highly aggregated (total 
expenditures/FTE students), as a basis for state support to community colleges. 
In fact, the first state-level interest in a different kind of community-college financial 
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data focused on better cost data. Such data were considered important, if not 
essential, in improving the state's ability to assess the appropriateness of the 
support provided to colleges on a formula basis. Therefore Oregon was among 
those states first to implement the costing guidelines set forth in the NCHEMS 
Information Exchange Procedurts (lEP) documents, AH those involved in the 
planning and management of Oregon's community colleges, including the legis- 
laturej hoped that lEP cost data would improve the uniformity of the data used to 
reimburse colleges for their costs. They also believed that the lEP cost data of the 
various colleges would be more comparable if they were generated using uniform 
accounting structures, In 1975^ the Oregon legislature directed the State Board of 
Education to begin development of uniform cost data and uniform expenditure- 
reporting guidelines. A primary rasaurce for the development of the uniform 
reporting guidelines was the NCHEMS Higher Bducation Fimnce Manual (HEFM), 
(The Oregon community colleges had a set of uniform reporting guidelines before 
the development of the new guidelines. However, those guidelines were designed 
to interface with the Oregon municipal reporting structure and did not necessarily 
align with the nationally accepted reporting structure outlined in HEFM. 
Therefore one of the goals in developing the guidelines was to reconcile the 
HEFM and municipal structures.) 

A characteristic of the Oregon Guidel.mes to be examined in this case study is 
the programmatic nature of the categories for classifying expenditure data (that is, 
the categories relate expenditures £o the programs of the institution— instruction, 
research, public service, and so forth^). While the Oregon account structure 
includes both revenue and expenditure categories (and recommends both program- 
matic and object expenditure categories), it is programmatic expenditure categories 
that will receive the most attention in this study, primarily since programmatic 
focus was also built into the nationally recommended HEFM expenditure cate-" 
gories. However, this emphasis on programmatic expenditure data does not imply 
that the Oregon Classification of Accounts structure fails to clearly identify 
functional and object costs. Since programmatic data represent a relatively new 
tool for most decisionmakers^ the value and utility of the program framework 
were assessed as part of this case study. 

While the Oregon Guidelines incorporated a program structure for collecting 
expenditure dataj historically there has been little interest in programmatic ex- 
penditure data in the state, since funding is based on an FTE-driven formula. 

2. The phraie programmatic expendituri data must be distinguished from the phrase program cost data, which 
ipplies to data resulting from the use of such analytical procedures as the NCHEMS Information Exchange 
Proeedurei (lEP). Programmatic ixpindiiure data hive been collected and/or reported in such programmatic 
categories as instruction, research, and public service (usually in accordance with guidelines similar to those 
set forth in HEFAf), Program cost data, on the other hand, result from application to data of a set of analytical 
procedures so that the total resources used to accomplish a particular objective (such as an instructional or 
research objective) are combined. Since the expenditure categories used in both HEFM and the Oregon 
Guidelines are related to programs, the terms programmatic or program'felated expenditure categories are used 
in this case study when referring to those categories* Howeverj these expenditure categories are not the same 
as program cost data, because they do not portray the total resources used to meet a program objective. 




(However^ one interviewee in this case study suggested that the legislature wanted 
programmatic expenditure data in order to "feel comfortable" about community- 
college programs^ even though it does not appropriate dollars along program 
lines.) While the community colleges were willing to provide more uniform 
revenue and expenditure data to satisfy state-level concerns for accountabilityj 
they were (and still are) opposed to programmatic funding in lieu of a block grant. 
In fact^ most community cuUeges believe that the primary role for uniform data 
should be in selling the community-college case to the legislatures thereby staving 
off programmatic funding. The use of a programmatic structure as the model for 
the Oregon Community College Classification of Accounts was due more to the 
desire of the community colleges to bring their own reporting into compliance 
with higher-education accounting and the requirements of federal reporting than 
to any preconceived need for program information. Since the accounting pro- 
fession and federal reporting requirements endorsed a programmatic format for 
expenditure data^ the Oregon community colleges used a similar format in their 
new reporting guidelines. 



The Oregon Community College Classification of Accounts 

The Oregon Community College Classification of Accounts (the Guidelines) 
was developed by the community-college business managers in cooperation with 
the Department of Education in response to the 1975 legislative mandate for 
uniform revenue and expenditure data. (The Oregon Guidelines are reprinted in 
appendix L) The staff of the Educational Coordinating Commission, the 
Legislative Fiscal Office^ and the Community College Presidents' Council 
reviewed drafts of the document and suggested changes. Thus the Guidelines 
were developed through a broadly representative process in which a wide diversity 
of viewpoints and data needs were considered. As noted above^ the functional 
expenditure categories in the Guidelines were modeled after those in HEPM. 
A comparison of the functional expenditure categories in the Oregon Guidelines 
to those in HEFM shows the following: 
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Oregon Category 



HEFM Category 



Instrucrion 
Special Reiearch 
Instructional Support Services 
Student Services 
College Support Services 
Plant Operation and 

Maintenance 
Financial Aid 
Plant Additions 
Reserves 
Public Service 



^ Instruction 

- Research 

- Academic Support (Provost) 

- Student Services 

^ Institutional Support (Provost) 

- Operation and Maintenance of 

Plant 

~ Scholarships and Fellowships 

^ Public Service 

- Mandatory Transfers 
= Aiixiliary Enterprises 



As shown in this comparison, the expenditure categories in the Guidelines 
reflect an adaptation of the HEFM categories— an adaptation made to better serve 
the needs of financial reporting for the Oregon community colleges. The Oregon 
account structure was intended only to guide the reporting of accounting data to 
the state. Specifically^ both the Budget Docummt and the Audit Report for the 
community colleges are prepared using the Guidelines, No requirements for 
collecting and maintaining accounting records are implied by the Guidelines^ as 
long as the institution can reformat its accounting data into the categories in the 
Guidelines. While some institutions did change their accounting systems to collect 
transactional data directly using the Guidelines^ others continue to crosswalk data 
from their existing accounting systems to the Guidelines format. 



9 

18 



Oregon's Overall 
Assessment of the Guidelines 



Tht Oregon Community College Claiiification of Accounts reprtsants a set of 
categories and diti definitions possessing three characteristics. Those character- 
istics give the Oregon community colleges some specific capabilitieSj which have 
both advantages and limitations^ that the user groups in Oregon tended to focus "dn 
in assessing the Guidelines. This chapter summarizes the various assessments of 
the Guidelines based on these three characteristics* 

1 . The Guidelines give Oregon's community colleges the capability to report 
and exchange uniform financial data * 

2, The Guidelines provide a framework for programmatic expmdituri data (See 
the discussion of "programmatic expenditure data" in the footnote on p* 7,) 

3* The Guidelines are tied to a nationally accepted set of auditabk financial^ 
accounting standards 

Uniforai Finmncial Data 

Since the Guidelines include concise definitions that were agreed to by all of 
the Oregon community collegesj they can serve as a mechanism for the coUectionj 
reporting, and exchange of uniform financial data* This capability was perhaps the 

NOTEi A fiill discription of the inierviewi is provided in appendix 2, 



aspect of the new account structure most discussed. It was a capability that was both 
welcomed and feared. 

The community^coUege pmidems welcomed uniform financial data for their 
own internal use but expressed considerable concern about its external use. The 
presidents feh that uniform data would help them better manage their institutions^ 
because they could compare their institutions with other peer community colleges. 
While they were comfortable with their own abilities to use comparable data, they 
were concerned that external users would not understand the limitations of the 
data. They were particularly concerned that external users would apply uniformly 
collected data simplistically without considering the unique characteristics of each 
of the various institutions. 

The presidents felt that uniform data would allow them to better communicate 
with external users (in particular, they felt that uniform data would allow them to 
communicate more efFectively with the state legislature concerning the needs of the 
community^oUege sector for funding support). However, this positive feeling was 
ofTset in most instances by the fear that state agencies might use uniform data as a 
mechanism for removing some of the local autonomy that the institutions currently 
possess. In summary, the presidents liked the concept of uniform data if use could 
be restricted to the exchange of data for internal comparisons. However, they feared 
that uniform data, once available, could be misused by persons unfamiliar with the 
uniqueness of each institution. 

The local governing boards apparently had not been exposed to uniform data as a 
tool prior to the interviews. However, once the interviewers mentioned compara- 
tive analysis, the governing-board members voiced interest. 

The assessments by community-college busimss managers of uniform data 
varied, depending upon how they viewed data exchange. Those who regarded their 
institutions as isolated management entities felt that uniform data were not very 
valuable. On the other hand, those who considered their institutions as part of the 
community-college sector in Oregon or who wanted to use comparative analysis as a 
management tool felt that uniform data were important. The business managers 
were not as concerned about the misuse of uniform data as were the presidents, but 
they did doubt the ability of institutions to report financial data in a truly uniform 
manner. In fact, they believed that the biggest problem would be that while the data 
would continue to be reported differently (even with the more detailed definitions), 
users would assume that they were uniform. This might lead users to be less 
sensitive to theJack of uniformity that still exists. 

The state legislature requested uniform data apparently for its own purposes as 
well as to assist the Department of Education and the Educational Coordinating 
Commission in functioning more effectively. While the .legislative fiscal staff 
believed that the legislators did not feel the need for uniform data themselves, the 
OECC found that legislators enthusiastically used comparisons of uniform data in 
their consideration of the OECC budget presentation. Regardless of whether or not 




the legislature itself wanted unifdrm dataj all interviewees agreed that the legis* 
lature believed that the Department of Education and the Educational Coordinating 
Commission ought to have uniform data. The legislature also thought that as a 
spin-ofrbeneflt uniform data would help the institutions better manage themselves. 

Representatives of the two state education agmcies (the Department of Educa- 
tion and the Educational Coordinating Commission) were probably the most 
enthusiastic supporters of uniform data. They both considered uniform financial 
data not only desirable but essential to their operations. These agencies have to deal 
with the community-college system as a whole, and for them, uniform reporting of 
data is a prerequisite to systemwide planning and coordination. 

Finally, the state budget office was concerned that the financial data it used in its 
budget analyses reflect real difTerences among institutions rather than difrerences 
in the way the data are reported. Therefore, uniformly reported data are a high 
priority. 

Programmatic Expenditure Data 

A second characteristic of the Guidelines is that theyincorporate programmatic 
expenditure categories (that is, the expenditure categories are related to the 
programs that the institution carries out to achieve its objectives). While the 
expenditure categories recommended by the Guidelines are not pure program 
categories, they do reflect a direct application of a set of programmatic categories— 
the expenditure categories recommended in the NCHEMS Higher Education 
Finance ManuaL Since programmatic expenditure data provide a specific type of 
information to users, the interviewers asked the various user groups to describe the 
value of progranimatic data for their needs. 

The business managers had mixed reactions to programmatic expenditure data* 
On the one hand, one business manager felt that programmatic data were not as 
useful for managing his institution as organizational-unit data. For him, program- 
matic categories represent a meaningful format for planning but are considerably 
less useful for management. On the other hand, several business managers said thai 
programmatic categories aided them in communicating about their institutions as 
educational entities. (This comment was seen by the interviewers as a direct result of 
the frustration that several business managers seemed to feel regarding the Oregon 
budget-law requirement that community colleges report as municipal corporations.) 
Finally, several of the business managers thought that the programmatic categories 
recommended in the Guidelines would help them in more easily and accurately 
reporting lEP cost data (which also use a program-based reporting structure). 

The community-college presidmts were unenthusiastic about programmatic 
expenditure data, because they believe that reporting such information will lead to 
the legislature's eventual adoption of program funding* They believe that when 
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legislators get information about the community college's programs, those 
legiilators will seek to manage those programs through the appropriation process. 

The governing boards as well as the Department of Revenue, whose major 
concern is that the average citizen be able to understand the community college's 
financial reports, felt that programmatic categories were more understandable. 

Finally, the Oregon Educational Coordinating Commission was a major 
supporter of programmatic data because of its need to conduct long-range planning. 
Commission stafTpointed to the close relationship between the goals and objectives 
of an institution and its long-range plan. Therefore, programmatic expenditure 
data is a natural outgrowth of the need to plan for the future and to have data 
relevant to planning. 
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Auditable Accounting Data 

A third characteristic of the Guidelines is that they are based on generally 
accepted accounting principles (GAAP). As such, use of the Guidelines results in 
data that satisfactorily meet national audit standards (as modified by Oregon law) 
for colleges and universities. While this fact was important to several user groups in 
Oregon, it was actually considered a drawback by others. 

The state Audits Division focused primarily on the relationship between the 
Guidelines and generally accepted accounting principles for colleges. In fact, the 
Audits Division staff would not have found the Guidelines acceptable for use by 
the community colleges if they had not been consistent with GAAP. The state 
Department of Revenue, while not as concerned about the Guidelines' compliance 
with GAAP, nonetheless wanted the resulting data to be auditable. Auditability 
and compliance with audit standards then were characteristics of the Guidelines 
that could not have been omitted when the uniform account structure was 
developed. 

The community-college business managers viewed the auditability and com- 
pliance of the GuideUnes with GAAP primarily in a positive way. The fact that the 
Guidelines comply with local budget law alleviates the business managers' concern 
that financial data not be reported according to two sets of standards. In addition, 
most of the business managers Uked the fact that the Guidelines allow them to 
report on their community colleges as educational institutions rather than as 
municipal corporations (as required by local budget law). 

The state agencies liked the auditability of the Guidelines, because they believed 
it would improve the quality of the data they receive from the community colleges. 
They felt that accounting data were best for their purposes, because those data 
would most likely be reported uniformly. 

The governing boards and presidents viewed the auditability characteristic of 
the Guidelines in a slightly difTerent way . Thi governing boards were concerned that 
use of the Guidelines would mean that most of the information they received would 
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be audited accounting data. They found this undesirable for two reasons. First, 
most board members professed confusion in reading and interpreting fund- 
accounting data. They did not want to be given fund-accounting data every time 
they wanted financial informatioth Second, the board members thought that undue 
reliance on audited accounting data would adversely afTect the timeliness of the 
financial information provided to them by the institutions' administrations. The 
board members stressed that the timeliness of data (that is, how recently the data 
were collected) was so important that they would prefer timely estimates to less 
recent audited accounting data. 

The pmidmts also voiced concern that the auditability of the Guidelines might 
encourage users to focus on accounting data to the exclusion of other, more 
descriptive information. The presidents believed that accounting data were too 
limited and should be combined with other types of data to create information that 
could shed real light on a situation. 

Summary 

The characteristic of the Guidelines that almost every user group in Oregon 
regarded as most important was the capability they provide to generate uniform 
financial data. Many felt that the ability to compare uniform data would make their 
tasks easier, while some believed that the ability of the community colleges to 
provide uniform data would cause them to be better managed. Those persons and 
agencies concerned with planning found the programmatic focus of the Guidelines 
useful, others found it more understandable, while still others found it less useful 
than other data formats. Finally, the auditability of the Guidelines was lauded 
primarily because users thought that it w*ould ensure better data. On the other 
hand, concern was voiced that, as a result of the Guidelines, accounting data would 
be overemphasized, to the exclusion of nonaccounting financial data. 

In summary, the Oregon user groups found more pros than cons in assessing 
the Guidelines. Most of the pros reflected what users thought ought to happen or 
should happen. The cons reflected users' fears about what might happen. 
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The Oregon Experience: 
NCHEMS Observations 



This final chapter reports the author^s observations regarding the design and 
implementation of a uniform account structure for the community-college system 
in Oregon and therefore reflects biases regarding the use of data in postsecondary 
education. Primary among these is the belief that meaningful communication 
between the state educational agencies and the public and private institutions in a 
state (as well as among the institutions themselves) is essential in today's 
postsecondary-education environment. Therefore the observations in this chapter 
lead the reader to the position that more communication is better than less com- 
munication. The observations also reflect the belief that accurate information is a 
more desirable focus for communication than information that misleads or obfus- 
cates the facts. Finally, the author is biased toward the belief that comparisons of 
data for similar institutions can be a useful management tool if those comparisons are 
made with an appreciation of the strengths and limitations of the data. It is hoped 
that these observations will not only provide a better understanding of the Oregon 
experience but that they will also serve as a catalyst for the reader's own assessment 
of the extent to which Oregon's experiences apply to his or her own situation. 

The original goal of the project was to assess the state4evel applicability and 
utility of a set of uniform reporting guidelines that were based on the NCHEMS 
Higher Education Finance Manual However, early in the project, it became 
apparent that the interviewees not only wanted to evaluate Oregon's reporting 
guidelines, but also wanted to express their views on the value of uniform data, 
programmatic data, and auditable financial data. Such a broad focus resulted in a 
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case study thit addresses questions beyond the simple issue of how a specific set of 
reporting guidelines serves the needs of the community-college sector in one 
pirticular state. The case study and the observations in this chapter address the 
question of whether or not the collection of programmatic ixpmditure data^ the 
reporting of uniform data, or the use of auditabk data are good— do the pros of such 
data collection outweigh the cons? The case study and observations also examined 
the process by which state-agency and community-college representatives were 
brought together to develop uniform financial reporting guidelines as well as to 
begin a dialogue about mutual problems and concerns. 

The Need for Uniform Reporting Guidelines 

The need for uniform reporting guidelines was determined by the legislative 
mandate for uniform financial data. It is considered significant that the legislative 
fiscal stafF saw the legislators as wanting uniform data not for themselves but for 
others. The fiscal staff suggested that the legislature wanted uniform data for the 
Department of Education and the Educational Coordinating Commission to help 
these two agencies respectively better monitor expenditures and carry out educa- 
tional planning. The legislature also wanted uniform data for the community 
colleges so that the colleges could better manage themselves. However^ this inter- 
pretation of the legislature's motives must be balanced with the Coordinating 
Commission's picture of the legislature as wanting and using comparative data 
among institutions for its own budget considerations. 

Regardless of the interpretation of the motives of the legislature, no one 
suggested that the new uniform data would be used as input into the formula by 
which the state supports the community colleges. While all interviewees afilrmed 
that the legislature assumed that the data would be used^ no one specified precisely 
what that use would be. In many statesj such a major expenditure of time and efirort 
to develop and implement new reporting guidelines when the only goal is to ensure 
that uniform data exist might seem foolhardy and wastefuh However, just such a 
strategy— developing the capability to provide uniform data without any real plan 
for using the resulting data=seems quite appropriate in Oregon, given the state's 
history and current situation. In Oregon, the history of strong local autonomy in the 
community-college sector makes the strategy an eflTective way of ensuring that state 
money is being spent wisely (that is, the state has the data to exert more control if 
needed), while at the same time allowing the community colleges the autonomy that 
they want (that is, the more detailed data are not used either in controlling the 
colleges or in determining appropriation support levels). 

The community colleges in Oregon believe that their most important mission is 
to serve the educational needs of their local community. They believe that in order 
to serve those needs efFectivelyj they must have freedom from state controls, They 
do not believe that state agencies can plan or manage programs that are responsive 



to the needs of the various local constituencies around the state. Therefore they 
want state support on a block-grant basiSj with freedom to design the programs 
needed to serve their particular constituencies* They consider themselves account- 
able primarily to their local governing boards^ rather than to the state. The way in 
which Oregon has apparently chosen to go about implementing statewide uniform 
reporting guidelines (that is^ collecting financial data primarily to ensure that it 
exists rather than specifying any particular use for the data) seems quite appro- 
priate, given the situation just described. 

If the community colleges report their financial data in strict accordance with 
the Guidelines^ the state should have a uniformly reported picture of how its funds 
are being spent in the individual community colleges. If the community colleges 
use the uniform data they report in the Guidelines format^ they should be able to 
make their cases accurately and consistently. If the data are reported uniformly^ all 
users (at the state level and in the colleges) can be assured that data differences 
reflect real differences among the colleges rather than diflTerences in how the data 
are reported. 

However, not only the advantages but also the problems associated with 
uniform data should be understood. Not the least of these problems is the cost of 
collecting and reporting uniform data. For many institutions these costs are 
prohibitive. While costs do not necessarily negate benefits, they may well override 
the benefits, the benefits have not been identified and shown to exceed the costs. 
A second problem with uniform data is the potential for misuse— a concern 
expressed by every community-college president interviewed in the study. The 
benefits of uniform data collection can be virtually nullified if the data are misused 
in such a way that real damage is done to an institution or set of institutions. Finally, 
unless data will be used, the cost to collect and report them, and the anguish of those 
who believe they will be misused, is not justified. 

In studying why the Oregon legislature wanted uniform data and why the 
community colleges were willing to assume the costs of supplying uniform data, 
one concludes that all parties in Oregon understand that there is no real alternative 
to uniform data. Comparisons among institutions will be made, and decisions will 
be influenced by those comparisons. If comparisons are based on uniform data, 
equitable decisions may not be assured but will be at least more probable. 

The Need for ProgFammatic Ejcpenditurt Data 

The Oregon Community College Classification of Accounts recommends h set 
of program-oriented expenditure categories. As noted in appendix 2, at least one 
business manager felt that program categories were not the best format for managing 
his institution. It is agreed that programs are not always the best framework for 
institutional management and should be supplemented by an organizational-unit 
structure. However, a program-oriented framework encourages managers to 
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CKamine institutional objectives and to consider how to combine resources to 
attain those objectives^ which is especialiy important in a postsecondary-education 
enterprise constrained by limited resources. Information formatted around the 
programs of the institution might encourage the user to consider several aspects of 
those programs— their organizationj performance^ growth or declinej and future 
prospects. Furthermores since programs transcend organizational lines, classifying 
an institution's operational records in a programmatic format usually requires 
some analysis. This analysis often yields a great deal of valuable management 
information. 

Beyond the value of programmatic cxi^criditure data for management purposes^ 
programs are probably the only good format for the reporting of data by multiple 
institutions and therefore are the best format for a conwwn account structure. While 
institutions manage themselves on the basis of organizational units^ each institution 
has a unique organizational structure. Therefore^ it is impossible to base a common 
reporting structure, which must serve many difTerent institutionsj on organiza- 
tional units. If programs are the basis of a reporting structure, then institutions can 
be compared, since every institution carries out essentially the same programs, or at 
least some mix of the same programs. Finally, programs are the best format for long- 
range planning and budgeting because they relate activities to objectives. This 
characteristic of a programmatic format also makes it desirable for collecting data at 
the state level. 



The Need for Audltable Data 

The Guidelines provide a mechanism for collecting and reporting auditable 
financial data. Since the revenue and expenditure categories recommended in the 
Guidelines are based on the i^£FM categories^ they incorporate what are currently 
viewed as generally accepted accounting procedures for postsecondary education. 
While some interviewees (in particular^ representatives of the Audits Division and 
the Department of Revenue) found the auditability of the Guidelines valuable, 
others thought ihat auditabiUty was a less desirable characteristic (in particular, 
representatives of the governing boards thought that timeliness and information 
content should be given a higher priority than auditability). 

This dilemma cannot be taken lightly. Does comparative analysis require 
auditable data, or will nonauditable data sufTice? At what point does the ability to 
compare (or even rely on) financial data break down if the data are not auditable? 
Since the Guidelines improve the possibility of uniform data, should only 
Guidelines-formatted data be used when financial information is needed for 
decisionmaking? 

There are probably no right answers to these questions, although experience in 
using comparative analysis should make the lack of answers less significant. Each 
decision requiring financial data may necessitate trade-ofTs between auditability. 



20 

9 



timelinessj and information concent. No single dimension of the data will be most 
important in all discussions. In somej assurances that the data have been provided 
consistently by all sources will place the emphasis on auditability. In others^ 
timeliness will be so important that even estimates can be tolerated. In still others, 
information content (such as cost data) will be so essential that both timeliness and 
auditability will be given a lower priority. 

An advantage of the Guidelines is that they can accommodate all of these 
different data needs, Auditability can be provided, the Guidelines can be a starting 
point for cost analyses (or other types of financial information)^ and estimates 
can be made in the framework of the Guidelines as well as in any other framework. 
However, users of the Guidelines should recognize that auditability is only one 
characteristic of financial data and that it must be used with discretion. 

The Development Process 

T^he process used in Oregon to develop its uniform account structure can best 
be characterized as (1) lengthyj (2) iterative, and (3) broadly representative of user 
groups. Although the nationally accepted HEPM format was the primary reference 
for the Guidelines, the development process still consumed more than a year. In che 
process, the ATSFM format was successively revised^ each revision reflecting better 
the needs and preferences of both the state agencies and the community colleges. 
Several state agenciesj the legislature, and a wide range of community colleges were 
represented and participated in developing the final product. 

The process in Oregon was probably optimaL It provided for a wide diversity of 
inputs ensuring that the final product would be accepted by alL In addition, 
inclusion of a wide variety of perspectives should improve the prospects that data 
will be reported more accurately by the institutions (because they will better 
understand definitions that they helped develop) and that the limitations of the 
reported data will be better understood by the users (because their dialogue with the 
institutions during the development process will aid in their understanding of the 
problems in reporting data uniformly). 

That the Oregon task force modeled the Guidelines after the definitions and 
categories in the Higher Education Finance Manual not only resulted in reporting 
guidelines consistent with national standards but also spared the task force con- 
siderable time and efibrt. Since the HEFM categories have been agreed upon 
nationally and adopted for reporting by most states and the federal governmentj 
they were more readily acceptable to all the variouR user groups in Oregon. Since 
little time had to be devoted to the basic format, most of the etTort of the task force 
could be spent in refining the HEFM categories to meet Oregon's specific needs. 

Finally, and perhaps most important, the Oregon developmental process 
resulted in a network of personal contacts (both between the state agencies and the 
colleges and among the colleges themselves) that will serve the state long after the 
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work on the Guidelines has been completed. Most interviewees believed that the 
tact that community-college business managers and state-agency representatives 
were able to discuss financial reporting together for more than a year will help all 
concerned with reporting and using uniform data and with other tasks in the future. 
In addition^ a mutual appreciation of state needs and community-college needs was 
gained by all of the participants. This understanding will greatly improve future 
communications. 



The HEFM Guidelines and the Community-College Sector 

One of the original goals of NCHEMS staffin undertaking this case study was 
to determine whether or not the expenditure and revenue categories outlined in the 
Higher Education Finance Manual could be applied to flnancial data in the 
community-college sector. On the basis of the Oregon experience, there is no 
question that they can be applied. While not all of the HEFM categories are 
applicable to community colleges, the HEFM format is sufriciently comprehensive 
that the needs of community colleges can be accommodated by selecting those 
categories that do apply while ignoring those that do not. In developing the 
Guidelines, the Oregon task force deliberately selected certain HEFM categories 
while rejecting others. Hence, although not all of the HEFM categories were used 
in the Oregon Guidelines, almost all of the categories incorporated into Oregon's 
structure are part of the HEFM format. 



Data Reporting in the Future 

There is considerable concern in Oregon regarding how the new reporting 
guidelines and the resulting uniform (or nonuniform) data will affect the com- 
munity colleges. However, everyone with whom the NCHEMS staff talked was at 
least aware of the potential for misuse of data. Those in the institutions seemed to 
realize that there would be an increased need to explain the differences highlighted 
by the data. Those at the state level seemed to understand (1) that uniform account- 
ing data may not be as uniform as one might first expect and (2) that the reported 
data will require considerable additional supporting data before real information 
emerges. These understandings do not imply that Oregon will experience no future 
problems in interpreting and using uniform data. However given the lack of any 
real history in Oregon of data-reporting to the state, one may expect many of the 
concerns to be alleviated once all parties have become accustomed to the situation. 

In addition, basing the Guidelines on HEFM has provided Oregon colleges 
with the capability to report in the format in which most national reporting re- 
quirements will be required in the futurCj thereby potentially easing their future 
reporting burden as well. 
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In summaryj it would seem that the development of the Guidelines has created 
a potential for more efTective and more meaningful communication within the 
community-college sector in Oregon. The process by which the Guidelines were 
developed increased the amount of communication by putting institutional data 
providers in contact with state-level users of such data. The increased under- 
standing of the needs and interests of each group has created a potential for im- 
proving the level of communication as welL The state agencies have a greater 
appreciation of the problems of the community colleges, while the community 
colleges (at least those business managers involved in developing the Guidelines) 
better understand the roles of the state education agencies. While the Guidelines 
themselves cannot be credited with the seeming improvement in communication 
(both among the institutions and between the institutions and state agencies), the 
development of the Guidelines appears to have been a catalyst for such improve- 
ment. In fact, the improved level of interaction between the state and the colleges 
may well have justified in itself the time and cost spent on the Guidelines. 

Second? because of the Guidelines, the various user groups are becoming 
increasingly aware of both the strengths and the limitations of comparative 
analysis. Many in Oregon seem concerned that the problems associated with misuse 
of data (particularly in conducting comparisons) will overshadow any benefits to be 
gained from uniform data. However, since most seemed aware that uniform data 
were not a panacea, there is reason to believe that these worst fears will not be 
realized. On the positive side, there is a recognition for the first time among some of 
the user groups (in particular the institutional governing boards) that comparative 
analysis is a useful tool. If this recognition proves true^ the Guidelines may well 
be a first step in increasing the ability of each of these groups to assume a more 
meaningful role in working with the community colleges as they enter an uncertain 
future. 
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1. Introduction 

Overview. These guidelines detail the statewide classification of accounts for 
Oregon community colleges as adopted by the State Board of Education 
pursuant to ORS 294.356. These guidelines shall be in effect until such time 
as the State Board approves modifications. It is the responsibility of each 
Oregon community college to present local budgetSj maintain accurate 
records^ and supply information to the Department of Education in accor- 
dance with the format and definitions presented herein. 
Definition, It is generally accepted that a complete ''accounting system'* 
includes: 

1. Definitions 

2. Structure 

3. Process 

Definitiom are an essential element of good communications. Stmcture is 
only a format for presentation; it is a way tu present information based on the 
predetermined definitions. Prociss includes all of the practices and pro- 
cedures used to complete the accounting cycle (e.g.^ files designj bookkeeping 
procedureSj inventory control measuresj data processing methoasj etc.) 
within each college. 

These guidelines deal with common Definitions and Stmcture as a basis 
for good statewide communications concerning fiscal matters. The Process is 
generally left to local district discretion. A broad level of account categori- 
zation to provide for comparability in fiscal analysis is hereby established. 
This account ? ull -ife alone will not establish a full ''accounting systems" as 
this is deemed ) ^ isable due to the wide variance among operating environ^ 
ments among the colleges. The only eKception to this is in the basis of 
accounting (see definitions). The outcomes of full implementation of this 
eflFort— combined with the standardized definitions^ formatSj and procedures 
of the Oregon Information Exchange Procedures (OIEP)— will yield a higher 
degree of comparability in the data submitted in reports by the colleges 
without unnecessarily infringing on local practices and procedures. Once in 
full operation, the data submitted in the annual state reports and local 
budgets shall be prepared consistently with the format and definitions of 
these guidelines. 

Legal Basis. ORS 294.356 charges the State Board of Education with 
developing a "classification of revenues and expenditure accounts." To meet 
these requirements^ the State Board has resolved to implement a statewide 
costing systemj a state-level information system.j and this account classifi- 
cation guideline (for comparable reporting of revenues and expendituresj 
budget documents^ and audit reports). 




, Implementation. Full implementation of this structure and definitions is 
scheduled to be compkiely phased in by the 19794980 fiscal year. 
L At the community colleges, the following schedules are applicable: 
FY 77-78: All colleges will be expected to participate in the use of the 
revised structure and definitions in preparing their 1978-79 budget. 
Updates in these guidelinesj based on trial mtj will have been made by 
the time all colleges begin instituting the revised accounts structure. 
Departures from these guidelines may be made during the implementa- 
tion phase as special circumstances arise. 

FY 78-79; All colleges will be expected to be fully operational in the use of 
the structure and definitions for the 1979-80 fiscal year. Any special 
circumstances and/or revisions to the guidelines should be incorporated 
by this time. 

2. At the Department, the records and reports submitted by the community 
colleges will be adapted to this revised structure and definitions during 
this same time period. This should eliminate the necessity of maintaining 
one set of books to satisfy state agency needs and another for local use. The 
extent to which the local and state requirements align with other needb, 
such as national/federal reports^ will also be a consideration. 
Relationship to Overall Reporting System. The account structure presented 
herein, and as improved in the future, will be a significant element of the 
updated community college information system at the Department of Educa- 
tion. The adopted account structure will directly improve the following 
components of that community college information system. 

• Costing & Data Management (OIEP) 

• Statewide Funding Approaches (Resource Model) 

• Database and Access System 

• State-level Budget Planning 

Use of the material set forth in these guidelines will result in less local effort 
in the preparation of state reports as all fiscal report formats will be aligned 
with the structure and definitions outlined herein. 

11. Statewide Account Structure 

Detail Required. The categories and definitions listed herein establish the 
broad structure. Each college may expand the detail under these elements as 
neededj howeverj expansion shall be done in a manner allowing summari- 
zation to the major categories and formats listed herein. Categories need not be 
used by a college if they a^'c mt applicable. 

In budget documf nts, coUeges are to provide the following summaries: 



• within each fund the revenue sources 

• within each fund expense functions by object classifications 

• within each expense function within fund-organizational units by object 
classification 

• and any other such summaries as prescribed by Budget Law, 

B, Funds. 

• General Fund 

• Service Units Fund 

• Debt Service Fund 

• Plant Fund 

• Special Projects Fund 

• Auxiliary Fund 

• Agency Fimd 

• Financial Aid Fund 

• Endowment Fund 

• Reserve Fund 

C. Balance Sheet Categories, (applicable to each fund) 
Assets 

• Cash 

• Short-Term Investments 

• Accounts and Notes Receivable 

• Allowance for Uncollectable Receivables 

• Inventories 

• Prepaid Expenses 

• Long-Term Investments 

• Institutional Plant 

• Interfund Loans 
Liabilities 

• Accrued Wages Payable 

• Accrued Taxes Payable 

• Accounts Payable 

• Interest Payable 

• Student Deposits 

• Deferred Revenues 

• Notesi Mortgages^ Contracts, and Bonds Payable 

• Interfund Loans 
Fund Balance 

• Inventory 

• Receivables 

• Reserve for Receivables 

• Contributions from General Fund 

• Encumbrances 
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• Investment in Fixed Assets 

• Balance Available for Operations 

D. Revenue Sources, (applicable to each fund) 
State Sources 

• Operational Reimbursement 

• Capital Aid 

• Grants & Contracts 
« Other 

Federal Sources 
*• Grants & Contracts 

• Capital Aid 

• Other 
Local Sources 

• Current Taxes 

^ Prior Year's Taxes 

• Tax Offsets 

• Grants & Contracts 

• Other 
Tuition & Fees 

• Tuition & Fees 

• Special Fees 

• Other 
Other Sources 

• Net Working Capital (or Available Cash on Hand 

• Transfers In 

• Sales of Goods and Services 

• Interest Income 

• Other 

E. Expense Functions, (applicable to each fund) 

• Instruction 

• Special Research 

• Community Service 

• Instructional Support Services 

• Student Services 

• College Support Services 

• Plant Operation & Maintenance 

• Financial Aid 

• Plant Additions 

• Reserves 

F. Object Classifications. 

• Direct Personnel Services 

e if revenues are predominantly on a cash basis. 
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• Other Payroll Expense 

• Materials & Services 

• Materials for Resale 

• Financial Aid 

• Equipment Repair & Replacement 

• Capital Equipment/Plant Additions 
® Transfers Out 

• Contingency 

• Special Fees Holding 

III, Account Structure Definitions 

Accounts Payable 

Liabilities for goods and services received and other expenses incurred for 
which disbursements have not been made as of the date of the report. 

Accounts and notes receivable 

Amounts owing on accounts from private personSj other agencies^ firmsi or 
corporations for goods and services furnished by the college. 

Accrued Taxes Payable 

Employer portion of payroll tax expense due at the end of an accounting 
period and paid in a subsequent period. 

Accrued Wages Payable 

Personnel Services expenses due as of the end of an accounting period and 
paid in a subsequent period. This includes employee tax and voluntary 
withholdings on hand at the end of an accounting period which are to be 
remitted in a subsequent period. 

AGENCY Fund 

Monies held by the college as a fiscal agent (thuSj monies it does not own). 
These monies are restrained by legal or contractual requirements. 

Assets 

Tangible or intangible items with an economic value held by the college 
which are of current or future benefit. For accounting purposes an asset must 
be capable of quantitative expression in monetary ternis. 

Auxiliary Fund 

A fund established for entities which exist to furnish goods or services to 
students or staff for which charges or fees are assessed directly related to the 
cost of the service* 

Available Cash on hand 

Includes cash on deposit in banks or the treasurer's office and investments as 
well as cash actually in possession of the college. Outstanding checks or 
warrants are to be deducted to determine available cash, 
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Balance Sheet Categories 

To identify the nature of the account for the college's financial statements. 

Balance Available for Operations 

Includes cash and other balances available for operations in a subsequent 
period. 

Basis of Accounting 

College accounts should be maintained and reports prepared on the modified 
or full accrual basis of accounting as defined in Audits of Colleges and 
Universities, AICPA. 

Capital Aid 

Monies received for major capital acquisition^ plant additions^ and 
remodeling. 

Capital Equipment/Plant additions 

Items of an initial purchase cost of $50 or greater or that have a material or 
significant cost as determined by the college. Items that have a life expectancy 
or service expectancy of two or more years. Items that when damaged are 
more feasible to repair than to replace. Items that when components become 
inoperative or missing it is more feasible to replace components than whole 
units. Components used to build a piece of equipment that conform to the 
above. Equipment may include items whose unit cost is below $50 providing 
the units comprise a set and are identifiable within a case that can be marked 
or inventoried or identified. Chairs^ tables and desks are considered equip- 
ment and are inventoried by building and room even though they are 
individually identified by serial number. Library books not purchased for 
replacement are considered as equipment. Includes also plant additions; 
i.e,, major remodelingj new construction^ etc. 

Cash 

Cash on hand^ petty cashj and cash in bank accounts associated with each 
fund group. 
College Support Services 

Expenditures for activities whose primary purpose is to provide operational 
support for the on-going operation of the college, excluding physical plant 
operations. Activities include, for example, executive management^ fiscal 
operations, administrative services, logistical services, and community 
relations. 

Community services 

Expenditures for activities established primarily to provide non-instructional 
services beneficial to groups external to the institution. One such activity is 
concerned with making available to the public various resources and unique 
capabilities that exist within the institution. 
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Contingency 

Provides for expenditure authority for unanticipated items at the time 
budgets are prepared. Monies in this object classification must be transferred 
to some other object classification prior to expenditure. 

Contracts Payable 

Amounts due on contracts for goods and services received by the college. 

Current Taxes 

Taxes levied and anticipated to be received during the current fiscal period. 

Debt Service Fund 

Monies used to retire principal and meet interest costs of funds borrowed by 
the college for major capital purchases and facilities/plant expansion 
(generally through the issuance of bonds). These monies are restrained by 
legal or contractual requirements. 

Deferred Revenues 

Payments made to the college in advance of the reporting period to which 
they apply for services to be rendered in a subsequent reporting period. 

Direct Personal Services 

All compensation paid directly to employees under the direction and control 
of the college for services rendered. 

Encumbrances 

Obligations in the form of purchase orders^ contracts^ or salary commitments 
which are chargeable to an appropriation and for which a part of the appro- 
priation is reserved. 

Endowment Fund 

A fund whose principal must be maintained in accordance with the endow- 
ment agreement but whose income may be expended. Monies received as 
interest or other return resulting from the holding of endowment assets 
directly by the college. Does not include capital gains and losses. These 
monies are restrained by legal or contractual requirements. 

Equipment Repair and Replacement 

Expenses incurred in returning capital equipment to an operational con- 
dition or the replacement of obsolete or deteriorated equipment with items 
of a similar function. 

Expenditures and Transfers 

All expenses incurred^ determined in accordance with the generally accepted 
modified or full accrual methods of accounting, with the omission of 
depreciation. Includes also expenditures for repairs and replacements of 
equipment and amounts transferred to other funds as required. Expenditures 
should be reported when materials or services are received* 

Expense Function 

An information element that groups expenditures according to the purpose 
for which costs are incurred. Each fund will use expense functions as 
appropriate. 
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Federal Sources 

Monies received or made available to the college by the federal government 
wherein the federal government has stipulated their use for construction^ or 
support of other specific programs. This item also includes grants and 
contracts. Includes monies stipulated for a particular use by a federal agency 
although the funds may be administered by the state. 

Financial Aid 

Expenditures for loans or outright grants or trainee stipends to students 
enrolled. Includes student fee remissions. 

Financial aid Fund 

A fund established for the provision of loans^ grants^ stipends^ or other aid to 
enrolled students. Includes student fee remissions^ GEOG^ NDSU SEOG, 
and CWS, These monies are constrained by legal or contractual requirements. 
Fund 

An independent fiscal and accounting entity with one or more self-balancing 
sets of accounts recording cash and/or other resources together with all 
related liabilities^ obligations^ reserves^ and equities which are segregated for 
the purpose of carrying on specific activities or attaining certain objectives in 
accordance with special regulations, restrictions, or limitations. Each fund 
is either totally constrained by legal or contractual requirements or it is not 
constrained. 

Fund Balance 

The excess of the assets of a fund over its liabilities. 

General Fund 

This fund includes all of the activities directly associated with carrying out 
those operations related to the college's basic educational objectives. All 
monies not included in some other specific fund are included in the General 
Fund. 

Grants and Contracts 

Monies from governmental agencies which are received or made available for 
specific projects. 

Institutional Plant 

The physical property owned by the college and used for college purposes, 
i.e., land, buildings, improvements, and equipment. 

Instruction 

Expenditures for all activities which are part of the college's instructional 
program, Includes expenditures for departmental and divisional adminis- 
trators and their support. 

Instructional Support Services 

Expenditures for activities carried out primarily to provide support services 
that are an integral part of the college's instructional programs. This category 
includes the media and technology employed by these programs as well as the 
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administrative support operations that fiinction within the various instruc- 
tional units* It includes the retention^ preservation, and display of materials. 
This will also include eKpenditures for chief instructional ofTicers and their 
support where the primary assignment is administration. 

Interest Income 

Monies received as interest on funds invested by the college or the amount of 
interest due the college, prorated to the accounting period. 

Interest Payable 

The amount of interest due prorated for the accounting period for any 
borrowings of the college. 
INTERFUND LOANS 

The amounts of funds loaned temporarily between fund groups. 

Inventories 

Merchandise for sale including supplies and stocks in stores. 
INVENTORY 

The value of suppHes on hand and items for resale. 

Investment in fixed assets 

Amount to represent the investment in fixed assets including equipment. 
LIABILITIES 

Debt or other legal obligations arising out of transactions in the past which 
must be liquidatedj renewedj or refunded at some future date. 

Local Sources 

Monies received or made available to the college from taxes levied under 
authority granted by the Legislature. 

Long-Term Investments 

Marketable securitiesj real estatej patents, copyrights, royalties, etc. antici- 
pated to be held by the college at least twelve months. 

Materials and Servic^"^ 

Includes all types oi current operational expenditures except those delineated 
under other object classifications. Includes supplies, communications, travel 
and staff development, and outside services. 

Materials for Resale 

Supplies and materials purchased for resale to others. 
Net working Capital 

The sum of cash and investments, accounts receivable, taxes receivable 
(if used), inventories, supplies, and prepaid expenses, less current liabilities 
and reserves for encumbrances (if used)* 

Notes, Mortgages, Contracts, and Bonds Payable 

Liabilities for outstanding notes, bonds, contracts, and mortgages. 

Object Classifications 

The classification of college expenditure according to the type of goods or 
services received in return for the expenditure. 
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Operational Reimbursement 

Monies received for the general operation of the coliege to meet its mission. 

Other 

All other types of income not provided for in a specific income source 
category. 

Other Payroll Expense 

Distributed college costs of social security^ PERSj medical, dental^ life and 
disability insurance^ unemployment insurance. State Industrial Accident 
insurance, and other fringe benefits accruing to an employee. 

Other Sources 

Other revenues not from specifically state, federal, or local sources or tuition 

and fees. 
Plant Additions 

Expenditures for land, land improvement, buildings, and major remodeling 

and renovation. Not a part of normal plant operation and maintenance. 
Plant Funds 

Monies to fund new construction, major remodeling projects, or major 

equipment purchases. Also includes all of the college's physical-plant assets. 
PLANT Operation and Maintenance 

Expenditures for the operation and maintenance of the physical plant. It 

includes services and maintenance related to campus grounds and facilities, 

utilities, and property insurance. 
Prepaid Expenses 

Includes that portion of operating expenditure properly chargeable in a 

period subsequent to the date of the balance sheet, 
Prior Year's Taxes 

Taxes levied for fiscal periods preceding the current one. This also includes 

receipts from foreclosed land sales, interest and penalties, and 4th quarter 

taxes. 
Receivables 

Amounts owed the college, 
RESERVE Fund 

Monies to provide for a specific reserve such as for insurance, These monies 
are restrained by board action. 
RESERVES 

A budget account (not for expenditures) to provide for contingencies and 
unanticipated items, or to be held for further distribution by the Governing 
Board. This account may also be used to provide expenditure authority for 
obligations created but not expended in previous fiscal years. 
REVENUE SOURCES 

An identification used to group monies received by the college as income. 
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Sales of Goods & Services 

Monies received such as that received by college bookstores^ etc. for goods 
and services provided. 

Service Units Fund 

A service unit is an entity which exists primarily to provide goods or services 
to other instructional or administrative units of the college. Examples xnay 
include printings computing supports The cost of providing the service 
may be passed on to other funds^ thus care should be taken to ensure that 
these funds are not counted twice in certain reporting activities* 

Short-Term Investments 

To include investments with a life less than one year. 

Special fees Holding 

An optional designation by a college to provide expenditure authority for 
special fees charged such as for certain instructional materials or services. 
Expenses would not be charged (only budgeted) to this object^ thus^ they 
would subsequently have to be transferred to another object code prior to 
expenditure. 

Special projects fund 

A fund established for the performance of grants and contracts^ noncredit 
workshops^ and other activities not appUcable to other funds. These monies 
are restrained by legal or contractual requirements. 

Special research 

Expenditures for those activities speciflcally organized to produce research 
outcomes either commissioned by an agency external to the college or 
separately budgeted by the college. This does not include staff training or 
curriculum development programs. 
State Sources 

Monies received or made available to the college through acts of the State 
Legislature which provide for state share of cost of instruction or instruct 
tional aid. Also includes state grants and contracts and capital aid. 
Student Deposits 

Receipts for various purposes which a college may be required to repay in 
whole or in partj i.e.^ deposits for breakage^ reservations for admission^ etc. 
Student Services 

Expenditures for admissions^ refrtrar aciivitieSj and activities whose 
primary purpose is to contribute ^ the students' well-being and to their 
development outside the context . i ie fbrmal instructional program. 

Tax Offsets 

Monies received in lieu of taxes, 
Transfers In 

Monies transferred in as revenue to a fund from some other fund. 
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Transfers Out 

Monies transferred to another fund. 

Tuition and Fees 

Monies assessed students for college services* Tuition offsets or remissions 
should be shown as revenue and corresponding costs shown in an expense 
account. A portion of Tuition and Fees may be budgeted as a transfer out by 
the college board to support specific activities in other funds. 
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Appendix 2 



The Interview Results 



Nineteen intervie ws were conducted to assess the utility of uniform accounting dm 
and the Oregon Community College Classiflcation of Accounts. This appendbi 
summarizes the findings for each user and provider group, including the following: 

1. Community-college data users/providers 

• Governing-board members 

• Presidents 

• Business managers 

2. State- level data users 

• Board of Education 

• Educational Coordinating Commission 

• Executive Budget Office 

• Legislative Fiscal OfTice 

• Audits Division 

• Department of Revenue 



Inititutlonal Governing Bomrds 

It was assumed that among the primary institutional users of the data compiled 
under the Oregon Community College Classification of Accounts would be 
members of the various community-college governing boards. Therefore 
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NCHEMS stafF interviewed board members from each of four community collegei 
(in three of the four colleges^ the board chairperson was interviewed). The goals of 
each interview were (1) to identify the kinds of data the particular governing board 
used in carrying out its responsibilitiesj (2) to determine what role, if any^ com- 
parative and programmatic data play in the board's deliberations; and (3) to obtain 
the board member's assessment of the Guidelines. The following four board 
members were interviewed: Catherine Laurisi Lane Community College; Joann 
Connalls Mt. Hood Community CoUegej Larry Monihan, Rogue Community 
College; and Leonard Farr^ Southwest Oregon Community College. 

As might be expected when interviewing representatives of four difTerent 
institutions^ responses varied in large part on the basis of variations in the role of 
each board member and his or her respective board in the institution-s decision- 
making process. Ths primary functions of all four governing boards seemed to be 
(1) fmancial and budgetary oversight and (2) linking the institution to the com- 
munity. However^ in the tv/o smaller institutionSj budgetary oversight was detailed ^ 
while in the larger institutions^ oversight was broaden In addition^ the community 
linking role of the board varied considerably from college to college. In fact^ in one 
collegej the board seemed to exercise a fairly limited community linking function. 

Firsts the data that board members used in carrying out their responsibilities 
varied widely. All boards used financial information in conducting their financial- 
oversight role; in fact^ every board member interviewed indicated the use of finan» 
cial data in budgetary control. However^ the type of budgetary control eKercisedj 
and therefore the type of financial data usedj varied from one board to another. 
In the two small collegeSs the board reviewed the list of checks paid each months 
while in the larger ones budgetary control was exercised at the broad^ total-cosi-of- 
program leveL 

Almost every board compared its institution's financial data with data from 
peer institutions^ at least in special situations (the most common of these being 
collective bargaining). The boards compared cost data (in every case^ supplied by 
the Oregon Department of Education) primarily to identify problem areas. Those 
board members whose colleges ranked well according to comparative costs took 
pride in their ranking, while those whose costs were higher than average were 
familiar with, and quick to explains the factors that caused their higher costs. 

While the governing board members tended to rely heavily on accounting data 
in certain situations (such as in developing revenue needs for the budget process), 
some seemed uncomfortable with the complexity of the fund-accounting principles 
used to collect and report accounting data. One member complained, that ac- 
counting data made it difficult to raise relevant and timely questions. Several felt 
that cost data were more valuable than accounting data because they were easier to 
understand. 

The board members tended to view the Guidelines as a means to provide them 
with uniform 'financial data rather than as a new type of information (that is, 
programmatic data). The board members noted that they would like to be able to 
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compare data about their institutions with data about other colleges (although all 
were convinced that their own institutions were sufficiently diflerent from all 
others that only broad comparisons could be made). They saw the Guidelines as a 
mechanism for obtaining the uniform flnancial data to make such comparisons. 

Although most wanted to compare dataj one board member did not care 
whether or not the data used by the boards were auditable (one of the key attributes 
of data based on the Guidelines). That board member felt that if the data were given 
to the board at a timely point in the planning process^ estimates would be as 
valuable as audited data. This board member placed much more emphasis on 
timely financial data and future projections than on auditable accounting data. 
Therefore while the auditability characteristic of the Guidelines was of no im^ 
portance to the board member^ she did prefer the format of the Guidelines to the 
format previously used by the college.: (In this board member's institution^ the 
Guidelines had been used in the preparation of the most recent budget.) 

In summary^ the Guidelines provide more detailed information than those 
community-college board members who exercised a broad oversight role felt 
necessary. However^ for those board members who are involved in a more detailed 
oversight function^ the Guidelines provide accounting data that are both auditable 
and comparable. All of the board members feh that the Guidelines would allow 
them to cautiously compare their institutions with others, an ability that they all 
welcomed. Considering community linking^ one board member found comparisons 
of financial data particularly useful as a publicity tool in conducting the annual 
budget election. The Guidelines should facilitate such comparisons. For purposes 
unrelated to budgetary oversight^ board members wanted special»study data (such 
as cost data), future-oriented data (they were perfectly willing to use the administra- 
tion's best estimates), and timely data (even if the data were not audited). 

Gommunity^Collegt Presidents 

In order to better understand the need for financial information felt by 
community-coUege presidents and to obtain their assessments of the Oregon 
Community College Classification of Accounts, the presidents of four Oregon 
community colleges were interviewed: Eldon Shafer, Lane Community CoUegei 
Steven Nicholson, Mt. Hood Community College; Henry Pete, Rogue Community 
Collegej and Jack Brookins, Southwest Oregon Community College. 

The findings of these four interviews can perhaps be summarized best as 
encompassing! 

* The need for financial data to serve presidents in their roles as institu- 
tional managers 

• The role of financial data as a mechanism for providing information to 
external parties (including state agencies and the legislature) 



The presidents' assessments of comparable accounting data in general differed con- 
siderably from their assessments of the Guidelines in particular. On the one handj 
each president was concerned about the potential impact of comparable data on 
local autonomy and therefore questioned use of the Guidelines for external re- 
porting, However^ as the top managers in their institutionSj the presidents afTirmed 
the value of the Guidelines for internal purposes. A more detailed description of 
their comments follows. 

Managerial OversighL Much of the body of financial data used by the presidents 
is directly related to their tasks of managerial oversight and guidance in the opera- 
tion of the institution. Examples of the kinds of financial information they use 
include flnancial projections for budgetary control, special studies related to such 
issues as the institution's tax basej and aggregate cost data (for example^ cost/FTE 
student), often provided on a time-series basis. While the majority of the presidents 
interviewed use monthly financial statements, they were more concerned with 
management information than with accounting data. 

Perhaps because of their bias toward management information, the presidents 
tended to see the most important role of the Guidelines as a link in the provision of 
uniform cost data. One president pointed to what he felt was a real danger in using 
accounting data alone. This president felt that the Guidelines, and the increased 
consistency in reporting that they promise, might build people's confidence in their 
reliability to the point that they would be tempted to study accounting data in 
isolation rather than in some sort of informational context. 

The presidents voiced almost universal support for comparative data for 
internal use. While they were concerned about the utility and wisdom of external 
comparisons of uniform data, the presidents all agreed that their internal needs 
could be better met with uniform financial data, in particular, uniform cost data. 
They felt that the cost data reported each year by the Department of Education 
were not sufficiently consistent at detailed levels of disaggregation to be of real use 
for managerial oversight. Therefore they believed that if the Guidelines would aid 
them in obtaining more consistent detailed cost data (which they could compare to 
the same data for peer institutions), the structure could have real value for them. 
External Reporting. The overall feelings of the four presidents regarding the 
use of the Guidelines for external reporting can be characterized best by saying that 
they were ''hopeful, but at the same time they were very concerned,'' They were 
hopeful that the provision of consistent and uniform flnancial data might help the 
community^coUege sector better sell its case for support to the legislature. At least, 
providing uniform financial data would show the legislature that the community 
colleges recognize state information needs and are willing to make reasonable 
efforts to provide uniform data in an understandable formal. 

The presidents, however, were concerned that providing uniform data to state 
agencies might well lead to uniformity of funding and programs and to increased 
state intervention— intervention that might threaten their local autonomy. Each 



president felt that such autonomy must be preserved if the colleges are to fulfill 
their mission of serving the unique needs of their communities. 

The presidents' assessments of the Guidelines were based in large part upon 
how they perceived that the new account structure would affect their dealings with 
the state. One president pointed out that he has intentionally avoided using detailed 
financial data as a lobbying tool^ because he does not want the legislature to change 
its support from block-grant funding to categorical funding. He believes that the 
use of uniform financial data might well lead the legislature to think in terms of 
categorical aid. 

The other presidents^ while not voicing quite the same concernSs did fear that 
comparable financial data might lead external parties to use the data without fully 
appreciating those differences among the colleges that cannot be eKpressed in 
purely financial terms. Indeed^ they believed that the legislature and other state 
officials may already lack understanding of the unique qualities of the various com- 
munity colleges. 

In summary^ the community-college presidents feel that the Guidelines can 
potentially aid them in their managerial responsibilities by giving them a tool fbr 
comparative analysis. They voiced the hope that adoption of the Guidelines will 
signal to the legislature their willingness to provide needed information to the state 
while at the same time better telling their story. However, they are concerned that a 
simplistic use of data formatted in accordance with the Guidelines might be 
detrimental to themj particularly if it leads to changes in the way they receive state 
financial support. 



Institutional Business ManageFs 

Business managers of the various community colleges will probably be most 
directly affected by the Oregon Community College Classification of Accounts. 
Therefore the case-study staff interviewed the business manager at each of four 
community colleges. The purpose of those interviews was to determine how each 
business manager feels about standardized financial data and how he values the 
newly developed account structure as a mechanism for achieving uniform financial 
data. The four business managers interviewed were: Tony Birch^ Lane Community 
College; Bob Scott, Mt. Hood Community College, George Kurtz, Rogue 
Community College; and Harvey Crim, Southwest Oregon Community College. 

The business managers interviewed represented institutions with highly com- 
puterized accounting systems as well as one institution that maintains its financial 
records manually. While differences exist in the cost and diflTiculty of changing the 
historical data-collection methods in each college, such differences were not the 
focus of the interviews. Rather the business managers were asked to discuss how 
they evaluated uniform financial data in general and the Guidelines in particular. 
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Opinions about the value of uniform finincial data ranged from not valuable to 
significantly valuable. One business manager saw uniform data as a starting-point 
for improving communication, which he ftels is increasingly important in Oregon. 
This manager stressed that until now, the community colleges have not had to 
compete for a single pool of funds. However^ now comparisons are being made. 
While he recognized that the Oregon community colleges are still working on en- 
suring that their data are consistent, he hoped that they would soon be able to focus 
their efTorts on identifying and interpreting difterences among the colleges, using 
consistent data as the mechanism. 

On the other hand, two business managers saw little value in uniform financial 
data. One believed that financial data do not allow for the description of the institu- 
tion's multiple dimensions and should not therefore be compared— even if the data 
are collected and reported consistently. The othe^ while conceding that state 
agencies might find some utility in comparing uniform financial data as a means of 
uncovering real and potential problems, believed that users might become over- 
confident in the comparability of the data and begin using them without fully 
understanding the real difFerences among individual colleges. 

The business managers, unlike any other institutional user, were concerned 
about the two reporting philosophies with which they must deal. All but one felt 
that community colleges should be viewed as educational organizations, although 
they are required by Oregon*s local budget law to report as municipal corporations. 
One business manager liked the Guidelines in part because they provide a frame- 
work for viewing community colleges as educational institutions rather than as 
municipal corporations* However, another considered his primary reference group 
to be the business enterprises in the community. Therefore he was somewhat indif- 
ferent to the distinction between educational institution and municipal corporation. 

Finally, the business managers were asked to assess the Guidelines, Once again, 
responses varied, although they tended to correspond to the individual assessments 
of the value of uniform data. One business manager felt that the Guidelines were 
neither better nor worse than previous systems, although he acknowledged that 
they did provide additional detail. He believed that the Guidelines in one sense 
would actually be worse than previous formats, because users would believe that 
they assure perfect data, while the data are actually imperfect. A second manager 
saw the Guidelines as a positive change in financial reporting, primarily because 
they so closely approximate the nationally accepted data-reporting format. He 
thought that the ability to crosswalk data easily from, the institution's format to the 
national format would facilitate communication with other institutions both inside 
and outside the state of Oregon. 

A third business manager's major concern in assessing the Guidelines was that 
their framework is programmatic rather than organizational unit-based, He felt that 
programs are not an efTective framework for managing an institution. Moreover he 
feared that reporting programmatic data might well lead to a program-based 
funding formula, which he believed would significantly afTect local autonomy. 
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However^ he conceded that the Guidelines should help the community colleges to 
better communicate with the state. 

Two business managers suggested that perhaps the most valuable aspect of the 
Guidelines was the process Oregon used to develop them. That process brought the 
community-college business managers and representatives of state agencies 
together to listen to each other's concerns. These business managers believed that 
the Guidelines would improve community-college/state-Ievel communication, not 
only because they represent a consensus, but also because the interpersonal relation- 
ships developed while working on the Guidelines would make future interaction 
easier and more efTective for all concerned. 

In summary^ the business managers' feelings ranged from optimism about the 
new capabilities provided by the Guidelines to concern that data based on the 
Guidelines might be misused to the detriment of the community colleges. However, 
several agreed that the developmental process itself was a valuable exercise, with 
one manager suggesting that if the dialogue could be maintained over time, the 
Guidelines could serve as a meaningful mechanism for communication among the 
community colleges as well as between the colleges and the state. 

Oregon Department of Education 

The Oregon Department of Education (ODE) monitors and reports to the state 
legislature the use of state funds by the community colleges. Therefore the ODE 
has the authority to gather any kind of data from the colleges that it deems neceisary 
to effectively carry out that responsibility. Because of the ODE use of financial 
information and its consequent interest in the Oregon Community College 
Classification of Accounts^ Robert Hamill^ William Loomis, and ClifTord 
Eberhardt of the ODE were interviewed for this study. 

All three ODE representatives emphasized at the beginning of the interview 
that local autonomy is an important principle for the community-college fiector in 
Oregon. Therefore while the ODE has legal authority for both data collection and 
program review/approval, the Department's relationship with the community 
colleges has traditionally been one of mutual cooperation rather than managerial 
oversight. They pointed out that the legislature uses a formula budget (based on 
PTE students) to determine the level of state support for the community colleges. 
However, the appropriation process is not considered a means of achieving account- 
ability. Rather, the legislature appropriates funds on a block^grant basis and then 
depends on the ODE to oversee and monitor the use of those funds. 

The ODE representatives pointed out that the emphasis on uniform data in a 
programmatic format is relatively recent in Oregon. Historically, since state 
funding for the community colleges is provided by block grant, information about 
the institutions' programs received little attention. However, legislators have 
become increasingly interested in more detailed, program-related information in 



45 



recent years, according to the ODE, "so that they can feel comfbrtable about the 
colleges' use of state funds/' In addition, they have become more interested in the 
uniformity of the data with which they monitor the use of state funds. The ODE 
representatives believe that the legislature wants the colleges to be able to report 
uniform revenue and expenditure data (1) because it will aid the colleges in better 
managing themselves, and (2) because such data will aid the colleges in better com- 
municating with the legislature. Therefore the ODE representatives believe that 
the legislative mandate of uniform financial data (which provided the impetus for 
developing the guidelines) reflects concern for good institutional management as 
much as a need for analytical data. In fact, the ODE representatives perceive that 
the legislature is more concerned that the community colleges (and, in turn, the 
Department) have uniform data available to be used if needed than that any par- 
ticular state use be made of those data. Furthermore, the ODE believes that if the 
community colleges are able to report data in accordance with the Guidelines, they 
can also more easily prepare cost data using the NCHEMS Information Exchange 
Procedures (lEP). (The ODE feels that lEP cost data, which are currently collected 
by both the community colleges and the four-year colleges and universities in 
Oregon, are an Important tool for obtaining state support for the community 
colleges.) 

The Department of Education feels that the Guidelines are valuable for carrying 
out its own monitoring responsibilities. First, the ODE representatives noted that 
the process for developing the Guidelines (in which the Department worked closely 
with the community-college business managers) was invaluable. That process pro- 
vided an opportunity for the Department to better understand the concerns and 
needs of the community colleges, while at the same time allowing the business 
managers to gain insight into the needs of the ODE. They also feel that the dialogue 
that took place during the development of the Guidelines will result in better, more 
consistent financial data. Second, and more important, the ODE feels that uniform 
financial data will allow the community colleges to more effectively communicate 
with the legislature. Specifically, they believe that the ability to compare uniform 
financial data across institutions (as well as across states) that the Guidelines give 
community colleges will allow the ODE to better sell the community-college 
sector's case for state funding. 

In summary, the ODE representatives feel that the legislature wants the com- 
munity colleges and the Department to have uniform data, because such data allow 
the legislature to feel more secure about the use of state monies. As long as the 
legislature feels that the Department is using such data effectively, it will probably 
not make use of the data itself The ODE believes that the Guidelines will facilitate 
such effectiveness. 
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Or egon Educational Coordinating Commission 

The Oregon Educational Coordinating Commission (OECC) in 1975 succeeded 
the earlier Oregon Educational Coordinating Council and was given planning 
responsibility for all of education and postsecondary) in Oregon. (NOTE: In 
Oregon, the community coUeges are under the Board of Education^ along with 
elementary and secondary schools. The four-year public institutions are under the 
Board of Higher Education.) The Coordinating Commission has responsibility for 
making recommendations to both the governor and the legislature concerning not 
only long-range planningj but also the education budget and any special topics that 
may arise. Specific responsibilities of the Commission include budget review, 
program review (of both existing and new programs), and overall planning. While 
the efTorts of the OECC to date have focused most heavily on budget review, the 
Commission is now putting an increased emphasis on short- and long-range plan- 
ning. The Commission itself comprises seven lay persons with a supporting stafT. 
Robert Stevens, fiscal analyst with the OECC stafF, was interviewed for this study 
to determine the value for OECC of the Oregon Community College Classification 
of Accounts. 

Mr. Stevens addressed the value of uniform financial data by noting that a 
comprehensive data base was articulated as the top priority of the Commission's 
first chairman. He believes that this priority has remained unchanged. He pointed 
out that the Commission not only considers consistent data to be important but that 
its members also use comparisons of financial data in their deliberations. As one 
example, he described how staff of the Commission used comparisons of financial 
data in their 1977 budget presentation for the Legislative Ways and Means 
Committee and how the Chairman of the Committee referred to those figures 
several times during the budget review. In addition, the other members of the 
Committee also used the comparative figures to establish a context for their con- 
sideration of the education budget. In that review^ OECC presented comparative 
financial data (1) for institutions within educational segments, (2) for institutions 
between segmentSj and (3) for institutions from other states. 

Mr. Stevens suggested that program reviewj which has not been to date as 
significant a portion of OECC efForts as budget review, would also rely quite 
heavily on comparable data. In particular^ OECC assumes that lEP cost data will be 
important in future program review. Finally, he pointed out that long-range plan- 
ning is becoming an increasingly important function of the Commission and its 
stafT- in fact, they are now beginning development of a comprehensive plan for 
education. Mr. Stevens feels that uniform financial data will play an integral part in 
this planning. 

As in most of the stale-level interviews, Mr. Stevens discussed the possibility of 
future changes in the formulas for determining the level at which the state supports 
community colleges. Although the Commission has not yet decided whether to 
recommend a new funding formulas it is currently considering alternatives that 




diflrer from the present $/FTE basis of funding. Most of the alternatives now being 
considered depend heavily on comparative financial data* 

As might be expected from an organiiation primarily concerned with planning 
issues^ the OECC is quite dependent upon^ and enthusiastic about^ uniform data. 
Therefore it regards adoption of the Guidelines as a major step for community 
colleges in collecting and reporting fmancial data. 



Executive Budget OfiEIce 

The level of state support for community colleges in Oregon is determined by a 
formula based on PTE students. Once this formula has been calculated^ the state 
appropriates a block grant in the prescribed amount— an amount tending to equal 
somewhat less than 50 percent of the total revenues of each community college. 
In determining the adequacy of state support for the community-college system 
and in budget Recommendations, the governor uses the analysis of the Budget 
Division/State Executive Office. Therefore to obtain an assessment of the Oregon 
Community College Classification of Accounts in the budgeting process, Betty 
Hands, Senior Budget Analyst in the Budget Division, was interviewed, 

Ms. Hands views the job of the Budget Division as focusing on the adequacy of 
overall subsidy patterns rather than on the details of institutional operations. Her 
first priority is to assess the total state support for all community colleges, then the 
state support to each college. This first level of analysis focuses on such a high level 
of aggregation that data formatted in the expenditure categories recommended by 
the Guidelines are of little, if any, use. In her second level of analysis, she examines 
program-related data to determine if the costs of any particular community college 
deviate widely, (These data, collected by the Oregon Department of Education, are 
provided to the Budget Office by the Oregon Education Coordinating Commission 
as part of its budget recommendations^ To the extent that the Guidelines are used 
by the Coordinating Commission to present data in their budget-assessment report, 
the new account structure will be used by the Budget Division, Ms. Hands em- 
phasized that her primary concern about the data she now uses is nonuniformity 
and inaccuracy. She assumes that the differences she currently encounters in the 
data reflect differences in data collection rather than in the operations of the insti- 
tutions. Therefore she is less concerned about the categories used to format the data 
than she is about data uniformity. She feels that if the definitions and procedures set 
forth in the Guidelines will help eliminate dirty data, the Budget Division will con- 
sider it a valuable tool. 

In summary, the Budget Division is primarily concerned with overall subsidy 
patterns rather than with the details of institutional operations, and monitors costs 
strictly on a red-flag basis. Therefore the Budget Division is primarily interested in 
accurate and comparable data. To the extent that the Guidelines can improve data 
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reliability and can be used as a mechanism for red-flagging expenditures, they will 
be valuable in assisting the Budget Division in its work. 



Legislative Fiscal Office 

The Oregon slate legislature, in its budget notes, in effect mandated that the 
community colleges develop and use a standard account structure and a set of 
uniform costing procedures. As a result, the Oregon community-college system 
began using the NCHEMS Information Exchange Procedures (lEP) to generate 
standardized cost figures^ and they developed the Oregon Community College 
Classification of Accounts for the formatting of financial accounting data. To assess 
the legislature's needs for uniform accounting data, William Barrows, Legislative 
Fiscal Analyst, was interviewed as part of this case study* 

Mr. Barrows emphasized at the outset that the legislature does not expect to 
save money simply by using standard cost and accounting data nor does it expect 
that better data will necessarily mean better policy* However^ this does not mean 
that the legislature ignores cost data, While it ''takes a look at" the cost data 
published by the Oregon Department of Education (with the intention of monitor- 
ing widely discrepant costs), the legislature primarily needs more aggregated 
financial data than are provided by either lEP or the Guidelines. For example^ the 
legislature eMamines the M.M* Chambers state funding support indicators pub- 
lished each year in the Chronicle of Higher Education to compare Oregon's overall 
financial support for postsecondary education with that of other states. Beyond this 
need for an overview of how well the state is financing postsecondary education, the 
legislature depends upon the Oregon Department of Education and the Oregon 
Educational Coordinating Commission to represent the state's interest. 

It was Mr, Barrows's contention that the legislature mandated both the use of 
lEP and the development of the Guidelines because it thought that the Department 
of Education and the Coordinating Commission needed such data to function 
effectively. The legislature believes that its basic role is to set policyj the role of the 
Department of Education is to manage the community-college system and imple- 
ment the legislature's policy decisionss and the role of the Coordinating Commission 
is to deal with educational planning issues. If the legislature is assured that the 
Department of Education and the Coordinating Commission are effective, it does 
not need to directly use either lEP cost data or i,niform accounting data. 

While he discussed the fact that state funding levels for community colleges are 
determined using formula budgets, Mr Barrows pointed out that those formulas 
are not currently based on cost data nor were they originally developed using cost 
analysis, While the formula used in allocating state support to community colleges 
may be altered (possibly based on cost data), Mr, Barrows feels that no changes will 
be made in the current formulas or the process of administering state support in the 
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foreseeable future. Therefore neither lEP cost data nor uniform accounting data 
will be used explicitly by the legislature in determining levels of state support for 
community colleges. 

Even though the legislature requested both lEP data and the uniform account 
structure, Mr. Barrows feels that such actions may actually be producing almost as 
many negative results as positive ones (although he believes that uniform data can 
and should produce positive results). His gloomy assessment is based on his per- 
ception of widespread concern among the community colleges about how the 
legislature will use uniform data. He believes that he represents the legislature in 
feeling that such apprehension among the community colleges is unfounded. 
However, he does believe that the ''rosy bloom is ofThigher education'* in Oregon. 
He says that the legislature feels, in general, that higher education is being 
adequately financed in Oregon for the time being. Therefore, while it certainly does 
not want to injure higher-education institutions by overly stringent funding levels, 
the legislature is no longer seeking ways to expand the roles of those institutions. 
He suggests that in the future the community colleges will have to present a strong 
case, as well as meaningful documentation of the costs to be incurred in serving any 
further identified need. While the legislature is highly sensitive to the fact that it 
mandated both lEP and the Guidelines, it is hopeful that the spinoff benefits of its 
actions may include better local management of the community colleges as well as 
an improved capability to sell the community-college sector's case for legislative 
support in the future. 



Audits Division 

The Audits Division of the Department of the Secretary of State has the legal 
authority to oversee the financial reporting of all political subdivisions in the state. 
As a branch of local government, each of the community colleges in Oregon falls 
within the purview of Audits Division authority. Therefore William Miles, 
Assistant Audits Supervisor^ was interviewed to determine his reaction to the 
Oregon Community College Classification of Accounts. 

To begin, Mn Miles pointed out that while the State Auditor has the legal 
authority to mandate.a particular kind of financial reporting, the usual procedure is 
to require that institutions comply with generally accepted accounting principles 
(GAAP) as they pertain to their particular type of organization. However, he 
acknowledged that the accounting profession and Oregon law have placed com- 
munity colleges in the awkward position of having to follow two difTerent sets of 
accounting guidelines. By law, as a municipal corporation (as they are considered in 
Oregon), the community colleges must comply with municipal reporting guide- 
lines prescribed by the Oregon local budget law. However, the community colleges 
felt that generally accepted accounting principles (GAAP) for educational institu- 
tions, set forth in Audits of Collegm and Universities^ a 1973 publication of the 
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American Institute of Certified Public Accountants, are more appropriate to them. 
(The Oregon Guidelines were based upon that set of generally accepted accounting 
principles,) Dealing with two sets of prescribed guidelines can pose real problems 
tor the community college. For examplej local budget law focuses on organizational 
units and object-of-expenditure data, while GAAP for educational institutions 
specifies function and fund data. Naturally, auditors place first priority on the com- 
munity college's compliance with local budget law, while placing secondary priority 
on its compliance with GAAP for educational institutions. Although Mr. Miles 
believes that the local budget law needs revision, he is pessimistic that anything 
other than piecemeal changes will be made in the near future. Therefore the com- 
munity colleges' duaUreporting dilemma will probably continue for some time. 

Mr. Miles did describe one possible development that might help resolve the 
discrepancies between local budget law and GAAP for educational institutions: the 
move toward consolidated financial statements for the entire state. He pointed out 
-t Oregon is under a legislative mandate to publish a state financial report by 
FY 79. Pressure for consolidated statements is becoming particularly intense from 
the financial lending institutions, spurred in part by the problems of New York 
City. Therefore while he is unsure how such a consolidated statement will be pre- 
pared for Oregon, he foresees that it will certainly force a serious discussion of the 
relationship between the local budget law and GAAP for educational institutions. 

Basically, comparability and program-related data are irrelevant issues to the 
Audits Division. However, Mr. Miles had no problems with the Oregon Com- 
munity College Classification of Accounts. Insofar as the Guidelines result in 
auditable financial statements that conform to generally accepted accounting 
principles, the Guidelines meet the needs of the Audits Division, 



Dgpartnient of Revenue 

Since the Oregon Community College Classification of Accounts afTects the 
way in which community colleges report their budget data to the public, the 
Oregon Department of Revenue must approve the account structure prior to its 
implementation and use. This is because the Oregon Department of Revenue has 
responsibility for monitoring the compliance of local agencies with local budget law 
(a set of laws specifying minimum standards for the documentation and publication 
of budget data for the public's benefit). Donald Hillman, of the Department of 
Revenue, was interviewed for this study. 

Mr Hillman pointed out that the responsibility of the Department of Revenue, 
as it relates to the Guidelines, is to ensure (1) that budget information formatted in 
accordance with the Guidelines complies with local budget law (that is, that the 
information presented is at the needed level of detail) and (2) that budget infor- 
mation, presented in accordance with the Guidelines, is sufficiently simple and 
readable so that the average citizen can understand it* 



In discussing the Department-s assessment of the Oregon Community College 
Classification of Accounts, Mr. Hillman emphasized that while local budget law is 
rigid about the steps for publishing a budget (for examples advertising, holding 
hearings, publishing budget documents), it is more flexible about the information 
format to be used in budget documents (other than specifying the funds and objects 
of expenditure). Therefore in reviewing the Guidelines, the Department of 
Revenue sought to ensure technical compliance with the local budget law and 
attempted to eliminate jargon and unnecessary complexity in the resulting formats. 

The Department of Revenue assessed the Guidelines as generally in technical 
compliance with the local budget law (although while the interview was in progress, 
the Department of Revenue was negotiating with the Department of Education 
several minor points in the Guidelines that were not, in the view of the Department 
of Revenue, in compliance with the local budget law). The Department of Revenue 
foresaw no significant problem in approving the Guidelines as a framework for the 
publication of community-college budget data (once the minor problems have been 
corrected). Moreover, Mn Hillman felt that the Guidelines would result in budget 
data that would be more understandable (that is, he felt that program-related data 
would be more understandable) than the format used earlier by the community 
colleges. In summary, Mr. Hillman felt that the Guidelines could easily be brought 
into compliance with local budget law and that they would also facilitate under- 
standable budget data for citizens. 



